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The Guatemalan government this month agreed to sell 95% of the national telecommunications
company Telecomunicaciones de Guatemala (TELGUA) to a consortium of Guatemalan and Central
American investors. Workers will be offered the remaining 5% of shares. The government took only
30 minutes to accept a bid of US$700 million from Luca, a consortium comprising 16 investors, 12 of
whom are Guatemalan. As part of the deal, Luca has agreed to forgive US$240 million in debt owed
it by the state.
Originally, five firms, all foreign, were approved to bid on TELGUA. Only Telefonos de
Mexico (TELMEX) placed a bid, which was rejected in December (see NotiCen, 12/18/97). The
announcement Sept. 30 that the state's largest and most profitable utility would be auctioned
surprised opposition parties, as the auction had been suspended on Sept. 25 because of the
instability in global stock markets. On Oct. 1, Luca made the sole bid before a government-imposed
deadline. The sale has not allayed fears that the new owners will lay off TELGUA employees.

Suddenness of sale raises questions about transparency
Leader of the right-wing Frente Republicano Guatemalteco (FRG) Juan Francisco Reyes said that
privatization of TELGUA was not transparent as the Arzu administration claims. "The TELGUA
affair is the shadiest and most irregular deal ever conducted in the public sector," Reyes said. He
also said that members of the Arzu family are partners in Luca. Critics contend that the sale of the
telephone company is in marked contrast to that of the state-owned electric company in July, in that
no ground rules were established for negotiating the TELGUA sale.
Rafael Arriaga, secretary general of the left-wing Frente Democratico Nuevo Guatemala (FDNG),
said his party would ask congress to investigate the matter because the sale was made "in the most
absolute secrecy." Labor leaders are divided about the effects of the TELGUA sale. "We are satisfied
with the way the process has ended, but now the important thing is for the government to use
these funds on health, education, and security," said Ernesto Vasquez Lemus, secretary general of
the TELGUA union. Vasquez said the company's 6,000 workers are aware that many of them will
be laid off. He said workers are willing to create small companies that could be subcontracted by
TELGUA'S new owners.
However, Rigoberto Duenas, deputy secretary general of the Central General de Trabajadores de
Guatemala, said the sale is not acceptable, and he called the TELGUA privatization "pawning the
people's property." But those involved in the process say that the basis for the auction was fiscally
sound. They say that while the sale was made unexpectedly, a rapidly changing market dictated
their decisions. TELGUA director Alfredo Guzman said that, after considering markets worldwide,
"it was decided that the best thing to do right now is sell."
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Guzman had previously said that privatizing the company in the current environment would be
detrimental to the value of TELGUA stock. One of the principal architects of the sale said changing
market conditions favored selling the company without delay. "Conditions had improved with the
decision by the US Federal Reserve to lower interest rates," said Carlos Soberanis.
Members of the Arzu administration say the TELGUA sale indicates a positive environment for
investors. "The sale of TELGUA has been shown once again that you can invest in Guatemala,
that there is confidence in this country," said Minister of Communications Fritz Garcia-Gallont. In
addition to the initial cost, Luca is required to contract with a telecommunications company with
international capabilities. Luca president Ricardo Bueso said the consortium will form a partnership
with the international telecommunications firm France Telecom. There is a 30-day period in which
Luca must begin to fulfill the contractual requirements and final government approval must be
given. A large portion of the proceeds from the sale of utilities and other state assets is slated for
reducing the country's fiscal deficit.

Canadian company assumes control of Guatemalan postal service
Meanwhile, International Postal Services (IPS), a subsidiary of Canada Post, took control of
Guatemala's national postal service in the hope of modernizing service to the 22 departments it
serves. The company was hired last December to train the 1,400 employees of the postal service, now
called El Correo.
The new manager of El Correo, Alfredo Armas, said the postal service will operate "with the
cooperation and guidance of a team of Canadian advisors." The Guatemalan government will pay
IPS US$0.13 for every letter handled and fees ranging from US$0.40 to US$0.80 for handling small
packages and other services (see NotiCen, 12/18/98). The postal service has 423 offices that provide
Internet services and handle telegraph messages. [Sources: La Prensa Grafica (Guatemala), 09/25/98;
Notimex, 09/26/98, 10/01/98; Siglo Veintiuno (Guatemala), 09/08/98, 09/25/98, 10/01/98, 10/02/98;
Spanish News Service EFE, 10/01/98, 10/02/98; La Prensa (Honduras), 10/03/98; Inter Press Service,
10/04/98]
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